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Company No. 623239-V

2.

INFORMATION SUMMARY

The following is only a summary of the salient information about the INSB Group. Investors
should read and understand the whole Prospectus prior to deciding whether to invest in the
Shares of INSB.

2.1

History, Principal Activities and Group Structure

INSBE was incorporated in Malaysia on 28 July 2003 under the Act as a private limited
company under the name of INS Bioscience Sdn Bhd. The Company is principally engaged in
investment heldings, R&P and consultancy in biotechnology. On 31 March 2004, INSB was
converted to a public limited company.

The INSB Group is principally involved in the following activities:-

. R&D of health food supplement products;

. Cultivation and processing of wheatgrass;

. Processing of meal replacement drinks for slimming; and
. Marketing of personal care and skin care products.

The INSB Group’s products are marketed in both the domestic and international markets. The
Group's products are marketed through MLM in the domestic market. TOF is the R&D and
manufacturing arm of the Group whereas INSE carries out the Group’s marketing activities.

INSB has two (2) subsidiary companies, namely INSE and TOF. The details of these
subsidiary companies are as follows:

Issued and paid-  Effective

Drate and country of  up share capital interest
Name incorporation RM Yo Principal activities
INSE 27 March 1996, 5,449,100 100.00 Marketing and distribution
Malaysia of products mainly under
the INS brand in the
Malaysian (through MLM)
and international markets
TOF 28 May 1999, 272,500 160.00 Manutacturing and
Malaysia processing of wheatgrass

and its related products as
well as other health food
supplements products, and
conducting R&D in

bioscience technology
As at 31 May 2005, the INSB Group has 78 employees.
The corporate structure of the INSB Group is as follows:-
[ INSB J
100% ; 100%

F INSE ] [ TOF J

Further information on the INSB Group is disclosed under Sections 6 and 8 of this Prospectus.




- - 60°0 L00°05T - - - - ueisAR[E]N edys Suc 4wy
- - LOD 000007 - - - - uers£e|EjA Burq neys uom
- - £0°0 00001 - - - - uesAR|EN duoo g 9oy Suop, AueT 1Q
JDRIMUISBUR 4] AIY]
- - 0TS 00LLST6PI - - REG9  0OLLSI'6HI vISAR[EN HSNI
A2j0uULoa g
- - 200 ,000°00Z - - - - UBISABIE 18] Suorf mory  omQy
- - L0 000007 - - - - uesdeey Bui( Busiy meT 12§ OQ UG Ue],
- - LU0 000°00% - - - - ueiske{ejy ue] pewyy uiq e (npqy orq
- - L0 000007 - - - - uesAe[e[y Bu007 ury Buooy
- - L0 000007 - - - - urISAZ[BIN |1 PYOI UL RUZY PYOR "1(] 10559)0.
- - LTD L000°006 - - - - urIsAR[R[y] WeN Uiy Juos
- - €90 L01§86L° - - 0L'0 01586+ uetsie|ey 1233 00
- - £5°0 L06£°7es - - 250 06£°TE0°( ueisfe[ey Juoy Fueg Buom
- - . 6F€ 000'000°01 - - $Of 000'000°01 URISABIEJA Suos Fuag uel 0e(g
£0'ZS | 00L'LSTUGRI 85t [001'896°6 869 DOLLSI'6FI 0Py 001'89F'6 ueis{eje)y BuonyD mag 13 A Jnieq
51032201
£1El 0P pED'LE - - 05T 0OFFEYLE - - eIsAe[ey IAMNSO
- - EUEL 00F'pe9LE - - 0§L1 0OP'PEYLS vIsAe[E]y] ALMSO
C0Zs | 00L°LS1'6F] $¥'E A01°896°6 €69 DOLLSLGRI or'¥ 001°89%°6 uesABIRIA Suony) mag 183 4 meq
- - 028 00LLSI'6Y] - - 869 00L'LS1GrI eisAe[epy HSNI
SIaplolaleys eluelsqnyg
[A SAABYS JO "ON [ SAIRYG JO "ON % SAIBYS JO "ON % $31eys Jo "oN noneaodioaur EL LN,
1334TpY| IRERLF| 12301pu] FRER{fy | Jo Anuno))
INSST Mjqng PYY anssy NqnJ a10)3qg / AIenoneN

-:5MO[[0] SB aFe anss| J1qnd a3 Iaye pue arojeq *‘fuedwor) 3 Jo [ended a1eys pansst st U juswafeuey A9 pue 13)0mWolg
*$J010311(] “SIAP[OY3IRYS [BIIUBRISQNS AU JO SIS2IIUT J02IIPUI pue Jaaaip a1 ‘sydadsold sIyp Jo souenssi oy o) loud ajep oqqeonaexd ysef sy Suraq ‘g0z ABJAl 1€ I8 SV

yuawseuey pue digsrsusg T

{TANNLINGD) XIVINIANS NOLLYIWNHOANI Z

A-GETET9 ON Auedwo)




MNVTI LAAT ATIVNOLLNALNI NAAd SVH 3OVd SIHL 40 LSTI JHL

"sT29ds01d S JO § OIS J9PpUN Pasofosip a1e JuaWaFeueyy A3 Pue SIOI3II( ‘SIOP[OYaTeyS [ENURISANS ‘18]0M01] 21} U0 UOLEULIOJIL IMIN.]

wonwaop ol yutd 2y of juvnsand spuawiopiiia aaysadsas nayl fo uopdiiosqns nf Surwnssy ¢
(Aupdwod wadisdn srotpaw; 2y 01 MO pAIoLISaL

ST AUDAMOD WDIISUNOP 1 U PI3Y S240YS f0 anpaa Ag $1sa.000u1 13343 p1] [0 24RSO[ISIP) 19F 241 JO Vo 101123¢ 07 jupnsand 4 73S0} 1 Suipjoyainys st fo aniaa Aq paisaastu pawsag
12 2yt fo Yo uondag of juons.and LICNT Ul SHIPIoya.oys 1954p Sty fo anina Ag pajsasap pawaag

-:SR10N
- - 00 00000 - - - - ueisiejejy fuog 003 997
- - £0°0 007001 - - - - umsielely Q0A UBIG MIAN
- - 200 L000L - - - - ueIsAe[eRy I00H Wy wi
- - £0°0 AD00°001 - - - - URISAR[R[A] ey Sty yeayoy
- - £0°0 A000°001 - - - - UBISAR[B[Y nei Suocog moy)
- - 00 000'09 - - - - uersAefely MIAD VI I
- - 0£0 [L0L1°068 - - SE0 0LIOSE UBISAR[E]N] Jenp B1G W
- - 00 000°001 - - - - UBISAR| BN Ol 237 Buom
P.JUG)) JHIUISEUB[Y] A
%, SAIBIS JO ON LYo S3LBYS JO ON o/, S3IBYS Jo 'ON [ IIEYS J0 ON uonelodiedul AweN
1IpU| 193451 Paapuy ang J0 Lyuno))
anss| qug LYY anssy NjgnJ a1053q 1 R)leuoeN
(@INNIINOD) AFVININNS NOLLVIARIOANI K¢

A-GETET9 ON Auedwo)




Company No. 623239-V

2,

INFORMATION SUMMARY (CONTINUED)

2.3

2.4

2.5

Products and Services
INSB Group’s major products are as follows:-

Health food supplements;

Functional foods;

Meal replacement drinks for simming; and
Personal care and skin care products.

. &

In addition, the Group also markets the following products through INSE:-

. Household consumer products;
. Fertilisers; and
. Water filters for home use.

Further information on the Group’s products and services is disclosed under Section 8.1 of this
Prospectus.

Research and Development / Quality Control

INSB Group's R&D activities are focused on developing new and innovative consumer
products that have wide customer appeal. New products created through R&D would provide
INSB Group with the basis for continuing business growth and success. INSB Group places
emphasis on the quality of its products to ensure that these products are safe for human
consumption, QC teams and procedures are in place at various stages of the cultivation and
production processes.

Further information on the Group's research and development / quality control precedures are
disclosed under Section 8.3 of this Prospectus,

Marketing and Distribution

{a} Malaysian Market

INSB Group’s products are marketed locally through MLM using distribution cenires and
distributors to market the products. The Group’s MLM scheme and its activities in Malaysia

have been approved and licensed by the MDTCA. The Group’s network of distributorship as at
31 Decernber 2004 1s as follows:-

Number

Branch Office:

- Peninsular Malaysia i

- East Malaysia 1

Distribution Centres

- Peninsular Malaysia 19

- East Malaysia 5

Distributors:

- Total registered distributors 95,200

- Active registered distributors* 22,850
Note: —

*  Refers to registered members who have purchased at least RM78 worth of products, during a
period of twelve (12} months
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2,

INFORMATION SUMMARY (CONTINUED)

2.6

(b} Overseas Market

The INSB Group’s products are marketed overseas by country distributors and through
informal arrangements for the distribution of the products with local companies. Country
distributors have been appointed in Thailand, Indonesia, Singapore and Hong Kong.

The Group’s products have penetrated mto Thailand, Singapore, Hong Kong, Indonesia,
Chipa, Philippines, Australia, USA and South Africa.

Proforma Historical Financial Record

The financial highlights of the Group for the past five (5) FYE 31 December 2000 to 2004,
reproduced from the Accountants’ Report enclosed in this Prospectus, and based on the
assumptions that the proforma Group has been in existence throughout the period under
review, are set out as follows:-

< FYE 31 December >
2000 2001 2002 2003 2004
RM’000 RM'000 RM’ 000 RM’ 000 RN (04}
Revenue 15,873 23,306 21,904 22,587 20,494
Cost of sales (11,674} (17,209 {14,482) {10,439) (9,376}
Cross profit 4,199 6,097 7422 12,148 11,118
Profit before interest, tax,
depreciation and amortisation 1,314 2,321 1,774 6,728 6,108
Depreciation {561) (609) (914) (984) {812)
Enterest expenses (43) (54) (124) (179 (93)
Interest income 65 71 69 49 32
Profit before taxation 775 1,729 805 3,614 5,235
Taxation {259) (740} 258 {(1,548) (717
Profit after taxation 516 989 1,063 4,060 4,518

Weighted average number of
INSB Shares assumed in issue

(‘000 182,793 182,793 182,793 182,793 215,000
Net EPS(sen) 0.3 0.5 .6 2.2 2.1
Note:-

#  Based on weighted average number of ordinary shares of INSB assumed in issue before Public
Issue, after taking into consideration the Acquisitions and Share Split.

There were no extraordinary or exceptional items in ali the financial years under review.

No dividend has been declared or paid by INSB and TOF for the financial years under review.
The dividends declared and paid by INSE for the financial year under review are set out in
Section 9 of the Accountants’ Report set out in Section 13 of this Prospectus.

There were no minority interests in all the financial years under review.

Further information on the Group's financial performance throughout the years under review is
disclosed under Section 5 of this Prospectus.

2.6.1  Auditor’s Qualification

The audited financial statements of INSB’s subsidiary companies, INSE and TOF, for
all the financial years under review were not subject to any audit qualification other
than the emphasis of matters on the preparation of the financial statements of TOF on
a going concernt basis for the financial period ended 30 June 2000 and FYE 31
December 2002. The details of the same are set out in Section 5.1.1 of this
Frospectus.

8
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2.

INFORMATION SUMMARY (CONTINUED)

2.7

Proforma Consolidated Balance Sheets

The table below sets out the proforma consolidated balance sheets of INSB as at 31 December
2004 (which is to be read in conjunction with the accompanying notes and assumptions
included in the proforma consolidated balance sheet set out in Section 14 of this Prospectus)
and is provided for illustrative purposes only to show the financial effects of the Acquisitions,
the Public Tssue and the proposed utilisation of proceeds from the Public Issue, in conjunction
with the Listing of INSB, on the assumption that the transactions were completed on 31
December 2004

Audited as at
31 December Proforma  Proforma I Proforma
2004 I I
RM’000 RM 000 RN’ 00D RM* 030
Non-current assets
Property, plant & equipment - 4,024 4,024 22,024
Other investment - 45 45 45
Development expenditure - 183 183 183
Goodwill on consolidation - 1,921 1,921 1,921
- 6,173 6,173 24,173

Current assets 615 21,259 21,259 26,347
Current liabilities 662 5,137 5,137 5,137
Net current (liabilities)/ assets (47} 16,122 16,122 21,210

(47) 22,295 22,295 45,383
Financed by:
Share capital # 21,500 21,500 28,668
Share premium - - - 15,920
Accumulated losses 47) {47) {47) 47)
Shareholders' equity 47) 21,453 21,453 44,541
Non-current liabilities
Hire-purchase payables - 567 567 567
Deferred taxation - 275 275 275

(47) 22,295 22,295 45383
No. of ordinary shares of RM1.0¢ #H 21,500 - -
each in issue (*000)
No. of ordinary shares of RM.10 - - 215,000 286,680
¢ach in issue (" 000)
Net tangible liabilities/ NTA per (23,500) 0.90 0.09 0.15
share (RM)

Notes:-

¥ Represents RM2.00.
B#  Represents 2 ordinary shares of RM1.00 each.

Al The proforma consolidated balance sheets have been prepared for itlustrative
purposes only, and are based on the proforma financial statements of INSB and the
audited financial statements of its subsidiary companies, INSE and TQF as at 31
December 2004, and the bases and accounting policies consistent with those normally
adopted in the preparation of the audited financial statements.
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2.

INFORMATION SUMMARY (CONTINUED)
B. The proforma consolidated balance sheets incorporate, on a proforma basis, the
following transactions as though they have been effected on 31 December 2004:-
(1) Proforma T
Acquisttion of the entire issued and paid-up capital of INSE and TOF for a
total purchase consideration of RM21,500,000 wluch was satisfied by the
issuance of 21,500,000 ordinary shares in INSB at an issue price of RM1.00
per share.
{11) Proforma 11
Proforma II incorporates the effects of Preforma I and the share split, where
every ome (1) existing ordinary shares in INSB was split into ten {10}
ordinary shares of RM0.10 each,
(1i1) Proforma I11
Proforma III incorporates the effects of Proforma I, Proforma I1, the public
issue and the utilisation of the gross proceeds arising from the Public Issue.
C. The movements in the proforma share capital and share premium account are set out
as follows:-
Share capital  Share preminm
RM RM
As at 31 December 2004 2
Shares 1ssued pursuant to the Acquisitions 21,500,000
Balance for Proforma I 21,500,002
Share Split -
Balance for Proforma 11 21,500,002 -
Public Issue 7,168,000 17,920,000
Balance for Proforma III 28,668,002 17,920,000
Estimated listing expense - (2,000,000}
28,668,002 15,920,000

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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2.

INFORMATION SUMMARY (CONTINUED)

2.8

29

Risk Factors

Prospective investors, prior to making an investment in the Company, should carefully
consider the risk factors inherent in and affecting the business of the Group and this Public
Issue. In addition, the discussion in this Prospectus contains forward-looking statements that
involve risks and uncertainties. The INSB Group’s actual results could differ materially from
those discussed herein. Factors that could cause or contribute to such differences include, but
are not limited to those discussed in the "Risk Factors” section, but also include all the other
factors discussed throughout this Prospectus.

The major risk factors facing the Group include:

. no prior market for INSB Shares and possible volatility of share price;
control by major shareholders;

risks in biotechnology;

business risks;

political and economic considerations;

foreign market and currency risks;

commpetition;

dependence on key personnel;

dependence on cerfain suppliers;

cultivation of wheatgrass;

risk of access to TOF s intellectual property;

government regulations;

dependence on brand loyalty;

dependence on particular products and markets;

dependence on foreign and third party distributors;

dependence on foreign and third party institutions and their R&D capabilities;
adequacy of insurance coverage on the Group’s assets;

unceriainty of the proposed five (5) years Business Development Plan;
underwriting;

forward looking statements;

new geographical markets;

emergency risks;

risk of rapid or over-expansion of the Group’s businesses;

impact of the AFTA,;

protection of trademarks and patents;

failure or delay in the Listing;

failure or delay in completing the BioValley project;

product Hiability risks;

financial risks; and

credit risks.

4 & & 8 & & ¥ 5 & & P * & » ¥ T =

Investors are advised to carefully consider the above risk factors, which may not be
exhaustive, together with other information contained in this Prospectus before subscribing to
any of the Public Issue Shares, which are the subject of this Prospectus.

Further information on the Group's risk factors is disclosed under Section 4 of this Prospectus.
Prospects and Outlook

The future prospects for the INSB Group remain favourable considering the increasing global
health supplements consumption. This is also coupled with increasing levels of consumer
consciousness on personal health.

In addition, the Government is actively promoting the development of biotechnology-based
industries in Malaysia as one of the key areas of advancement earmarked under the 8"
Malaysia Plan 2001-2005. These efforts are expected to augur well for the Group's future
developments.

11
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2.

INFORMATION SUMMARY (CONTINUED)

.10

The INSB Group intends to further develop the areas of its existing business while continuing
to explore potential markets to mitigate the risk of over dependence on the existing market.
Furthermore, the Group’s intends to develop its R&D centre and manufacturing plant in the
BioValley or other comparable strategic locations. This is expected to further enhance the
Group’s competitiveness in product development.

The INSB Group is also planning to upgrade the Group's existing R&D facilities. These efforts
will spearhead the Group's R&D activities along with strategic alliances that the Group hopes

to form with research organizations and local universities.

Further information on the Group's prospects and outlook is disclosed under Sections 8.13 and
10 of this Prospectus.

Principal Statistics Relating to the Public Issne

The following statistics relating to the Public Issue arc derived from the full text of this
Prospectus and should be read in conjunction with the whole text.

2,10.1 Share Capital

Authorised share capital: RM
500,000,000 ordinary shares of RM0.10 each 50,000,000
Issued and fully paid-up share capital as af the date of this

Prospectus:

215,000,020 ordinary shares of RM0.10 each 21,500,002

To be issued pursuant to the Public Issue:

71,680,000 ordinary shares of RMO,1( each 7,168,000

Enlarged share capital upon listing:

286,680,020 ordinary shares of RM0.10 each 28,668,002

Public Issue Price 0.35
Market capitalisation based on Issue Price 100,338,007

Proforma NTA based on the praforma consolidated balance sheet

as at 31 December 2004:
Proforma NTA upon Listing (RM*000) 42.437
Proforma NTA per share upon Listing (RM} 0.15

2.10.2 Class of Shares and Ranking

There is only one class of shares it the Company, namely ordinary shares of RMQ.10
each, all of which rank pari passu with one another. The Public Issue Shares will rank
pari passu in all respects with the other existing issued and paid-up ordinary shares of
the Company including voting rights and rights to all dividends and distributions that
may be declared, paid or made subsequent to the date of this Prospectus.

12
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INFORMATION SUMMARY (CONTINUED)

2.11

2.12

213

2.14

Utilisation of Proceeds Raised from the Public Issue

Based on the Public Issue Price of RMO0.35, gross proceeds of the Public Issue of
RM25,088,000 are expected to accrue to the Company. This amount is expected to be utilized
within the INSB Group in the following manner:-

Purpose RM’ 0040
R&D centre and manufacturing plant 18,000
R&D expenditure 4,000
Working capital 1,088
Estimated listing expenses 2,000
Total 25,088

Further information on the utilisation of proceeds is disclosed under Section 3.9 of this
Prospectus.

Material Litigation

Ag at 31 May 2005, being the last practicable date prior to the issuance of this Prospectus,
neither INSB nor any of its subsidiary companies is engaged in any material litigation either as
plaintiff or defendant that has a material effect on the financial position of the Group, and the
Directors of the Company and its subsidiary company have no knowledge of any proceeding
pending or threatened against the Company and its subsidiary company or of any fact likely to
give rise to any proceeding that may materially affect the position and business of the
Company and/or its subsidiary companies.

Material Commitments
As at 31 May 2005, being the last practicable date prior to the issuance of this Prospectus,

there is no material commitment incurred or known to be incurred by the INSB Group, which
may have a material and adverse impact on the financial position of the Group.

As at 31 May 2005
RM' 009
Approved and contracted for:
- contract sum for construction of R&D centre 1,370
Approved but not contracted for:
- purchase of second manufaciuring facility 5,403
- purchase of eighteen (18) units of machinery 1,890
7,353
Future operating lease commitment
- rental payable for a subsidiary’s use of factory over the tenancy period of three 1,152*
{3) years
Note:

~ Exeludes the 3% downpayment paid on 28 May 2003 to Dawn Breeze Sdn Bhd of RM287,500.
* There will be no future operating lease commitment in the event that the Company enter into a sales
and purchase agreement for the purchase of the second manufaciuring facility.

Contingent Liability
As at 31 May 20035, being the last practicable date prior to the issuance of this Prospectus, the

Directors of INSB are not aware of any contingent liability, which, upon becoming
enforceable, may have a material impact on the Group.

13
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3.

INTRODUCTION AND DETAILS OF THE PUBLIC ISSUE

3.1

Introduction
This Prospectus is dated 28 June 2005,

A copy of this Prospectus has been registered with the SC. A copy of this prospectus, together
with the form of application, has also been lodged with the Registrar of Companies who takes
no responsibility for its contents.

Approval has been obtained from the SC on 24 February 2005 for the Public Issue. An
application will be made to Bursa Securities within three (3) market days from the date of this
Prospectus for admission to the Official List of the MESDAQ Market, and for permission to
deal in and for quotation of the entire issued and paid-up share capital of INSB including the
Public Issue Shares which are the subject of this Prospectus.

These Shares will be admitted to the Official List of the MESDAQ Market and official
quotation will commence after receipt of confirmation from Bursa Depository that all the CDS
accounts of successful applicants have been duly credited and notices of allotment have been
dispatched to all the successful applicants. The SC and Bursa Securities assume no
responsibility for the correctness of any statement made or opinion or report expressed in this
Prospectus. Admission to the MESDAQ Market is not to be taken as an indication of the
merits of the Company and its subsidiary companies or of its Shares.

No shares will be issued on the basis of this Prospectus later than twelve (12) months after the
date of this Prospectus.

Pursuant to Section 14(1) of the Securities Industry {Central Depositories) Act, 1991, Bursa
Securities has prescribed the Shares of the Company as a prescribed security. In consequence
thereof, Public Issue Shares offered through this Prospectus will be deposited directly with
Bursa Depositery and any dealing in these Shares wilt be carried out m accordance with the
aforesaid Act and the Rules of Bursa Depository.

Pursuant to the MMLR, at least 25% but not more than 49% of the total number of shares of
the Company for which listing is sought must be held by a minimum number of 200 public
shareholders holding not less than 100 shares each, at the time of Listing. In the event that the
pubtic spread requirement is not met upon completion of the Public Issue, the Company may
not be allowed to proceed with the Listing and accordingly, monies paid in respect of all
applications will be returned in full without interest.

An applicant for the Public Issue Shares should state his/her CDS account number in the space
provided in the application form if he/she presently has such an account. Where an applicant
does not presently have a CDS account, he/she should open a CDS account at an ADA prior to
making an application for the INSB Shares.

In the case of an application by way of Electronic Share Application, an applicant shall furnish
his CDS Account number to the Participating Financial Institutions by way of keying in his/her
CDS Account number if the instructions on the ATM screen at which he/she enters his/her
Electronic Share Application requires him to do so. A corporation or institution cannot apply
for the Public Issue Shares by way of Electronic Share Application.

Acceptance of applications will be conditional npon permission being granted to deal in, and
quotation for all the Issue Shares. Monies paid in respect of any application accepted will be
returned in full without interest if the said permission is not granted.

Under Bursa Securities' trading rules, effective from the date of Listing, trading in all Bursa

Securities listed securities can only be executed through an ADA who is also a parniicipating
organization of Bursa Securities.
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INTRODUCTION AND DETAILS OF THE PUBLIC ISSUE (CONTINUED}

3.2

No person 1s authorised to give any information or to make any representation not contained
herein in connection with the Public Issue and if given or made, such information or
representation must not be relied upon as having been anthorised by INSB. Neither the
delivery of this Prospectus or any offer made in connection with this Prospectus shall under
any circumstance constitute a representation or create any implication that there has been no
change in the affairs of the Company since the date hereof.

The distribution of this Prospectus and the sale of the Public Issue Shares in certain other
jurisdictions may be restricted by law. Persons who may come into passession of this Prospectus
are required to inform themselves of and to observe such restrictions. This Prospecs does not
constitute and may not be used for the purpose of an mvitation to subscribe for the Public [ssue in
any jurisdiction in which such invitation is not authorised or lawful, or to any person to whoin it is
unlawful to make such an invitation.

The written consents of the Adviser, Sponsor, Underwriter, Placement Agent, Solicitors,
Independent Adviser, Principal Banker, Registrars, Issuing House and the Company Secretary
to the inclusion in this Prospectus of their names in the form and context in which their names
appear have been given before the issne of this Prospectus and have not subsequently been
withdrawn,

The written consent of the Auditors and Reporting Accountants to the inclusion in this
Prospectus of their name, Accountants' Report, letter relating to the Proforma Consolidated
Balance Sheets and Reporting Accountants’ Letter on Trade Receivables in the form and
context in which they are contained in this Prospectus has been given before the issue of this
Prospectus and has not subsequently been withdrawn.

The written consent of the Independent Market Researcher to the inclusion in this Prospectus
of its name and the Executive Summary of the Independent Market Research Report in the
form and context in which they are contained in this Prospectus have been given before the
issue of this Prospectus and has not subsequently been withdrawn.

If you are unsure of any information contained in this Prospectus, you should consult your
stockbroker, bank manager, solicitor, accountant or other professional adviser.

Indicative Timetable

Event

Date 0f PIOSPECIUS ..ot st 28 June 2005
Opening of the application for the Issue Shares...........ooociiii 28 June 2005
Closing of the application for the Issue Shares. ... 11 July 2005
Tentative balloting of applications for the Issue Shares..........c..oococvciiciiciinienne 13 July 2005
Tentative allotment of the Issue Shares ..........ccccociviierienieninee e 25 July 2005
Tentative LiSting date ......oocerviiiriii e 26 July 2005

The Directors of the Company and the Underwriter may in their absolute discretion mutally
decide to extend the closing date of the application to a further date or dates. Should the
closing date of the application be extended, the dates for the allotment and Listing of the
Company's entire enlarged issued and paid-up share capital on the MESDAQ Market would be
extended accordingly. INSB will not:fy the public via an advertisement in a widely circulated
daily English and Bahasa Malaysia newspaper prior to the original closing date of the
application in the event there is an extension of time on the closing of the application.
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33

34

Purpose of the Pablic Issue

The purpose of the Public Issue is as follows:-

{1} to obtain the lsting of and quotation for the entire enlarged issued and paid-up share
capital of INSB on the MESDAQ Market;

(ii) to provide INSB with access to the capital market to raise funds for fuhwe expansion
and growth;

(iii} to previde an opportunity for investors and instifutions, business associates, eligible
employees and Directors and the public to participate in the continuing growth of the
Group; and

{iv) to ratse funds for the Group’s continued operation and expansion, details of which are

elaborated under the Section 3.9 of this Prospectus.

Particulars of the Public Issue

RM
Issued and fully paid-up share capital:
215,000,020 ordinary shares of RM0.10 each 21,500,002
To be issued pursuaant to the Public Issue:
71,680,000 ordinary shares of RMO0.10 each 7,168,000
Enlarged share capital upon listing:
286,680,020 ordinary shares of RM0.10 each 28,668,002

There is only one {1) class of shares in the Company, namely ordinary shares of RMO0.10 each
all of which rank pari passu with one another. The Public Issue Shares shall rank pari passu in
all respects with the other existing issued and paid-up ordinary shares of the Company,
including voting rights and rights to all dividends and distributions that may be declared, paid
or made subsequent to the date of allotment thereof.

Subject to any special right attaching to any share that may be issued by the Company in the
future, the holders of ordinary shares in the Company shall, in propertion to the amount paid-
up on the ordinary shares held by them, be entitled to share in the whole of the profits paid out
by the Company as dividends, distributions and the whole of any surplus in the event of
liquidation of the Company in accordance with its Articles of Association.

Each ordinary shareholder shall be entitled to vote at any general meeting of the Company in
person or by proxy or by attorney, and, on a show of hands, every person present who is a
sharehelder or representative or proxy or attorney of a shareholder shall have one (1) vote, and
on a poll, every shareholder present in person or by proxy or by attorney or other duly
authorised representative shall have one (1} vote for each ordinary share held.

The Public Issue of a total of 71,680,000 Shares at an Issue Price of RM0.35 per Share shall
be subject to the terms and conditions of this Prospectus and, upon acceptance, will be
allocated in the following manner :-

{1} 5,000,000 Public Issue Shares will be made available for application by the public;

{1i) 51,680,000 Public Issue Shares will be made available for application by way of
private placement; and

(11i) 15,000,000 Public Issue Shares will be made available for application by eligible
directors and employees and persons who have contributed to the success of INSB
and its subsidiary companies.
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The 5,000,000 Issue Shares made available for application by the public and the portion of
15,000,000 Issue Shares ("Pink Form Shares") made available for application by eligible
Directors and employees, and persons who have contributed to the success of the INSB Group
which are not taken up and are subsequently made available for application by the Malaysian
public, have been fully underwritten by the Underwriter listed in Section 1. Any INSB Shares
in respect of paragraph (iii} above that are not subscribed for will be firstly made available for
application by way of private placement, failing which, such remaining shares shall be made
available for application by the public and will be underwritten. In the event of an overall
under-subscription of the 5,000,000 Issue Shares and the unsubscribed Pink Form Shares, all
Shares not applied for will be made available for subscription by the Underwriter based on the
terms and conditions of the Underwriting Agreement.

There is no minimumn subscription to be raised from the Public Issue.

The Issue Shares in respect of paragraph {(in) above are allocated based on the following
criteria:

{a)  The Directors of INSB Group have been allocated with an aggregate of 4,068,000 Issue
Shares in the following manner: -

Na. Name of Director Number of Shares
1. Dato’ Abdul Majit Bin Ahmad Khan 500,000
2. Datuk Yeat Sew Chuong 500,000
3 Wong Seng Tong 500,000
4. Wong Kin Nam 500,000
5. Professor Dr. Mohd Azmi bin Mohd Lila 200,000
6. Khoo Keat 300,000
7. Koong Lin Loong 200,000
8. Tan St Dato’ Seri Law Hieng Ding 200,000
9. Dato’ Liow Tieng Lai 200,000
10. Ng Wei Chiang 968,000
Total 4,068,000

(b} The eligible employees of INSB and its subsidiary companies have been allocated an
aggregate of 2,379,000 Issue Shares. The basis of allocation of the Issue Shares
reserved for 55 eligible employees of INSB and its subsidiary companies as at 25 May
2005 have been based on their position held in the Group, length of service and working
performance with the INSB Group; and

(c)  The persons who have contributed to the success of INSB and its subsidiary companies
have been allocated with an aggregate of 8,553,000 Issue Shares. The criteria of
allocation of the Issue Shares reserved for 156 individuals/ corporations have been
based on their contribution to INSB and its subsidiary companies.

3.5 Pricing of the Public Issue

Prior to this Public Issue, there has been no public market for the Shares of the Company. The
Issue Price of RM0.35 per Share was negotiated between the Company and the Underwriter.
Among the factors considered in determining the Issue Price, in addition to prevailing market
conditions, were the Group's technologies, estimate of business growth potential, revenue
prospects for the Group and an assessment of the Group's management.

3.0 Brokerage, Underwriting and Placement Fee
3.6.1  Brokerage

Brokerage is payable in respect of the Issue Shares at the rate of 1% of the Public
Issue Price in respect of successful applications bearing the stamps of OSK,
participating organisation of Bursa Securities, members of the Association of Banks
in Malaysia, members of the Association of Merchant Banks in Malaysia or Issuing
House.
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3.9

3.6.2  Underwriting Commission

An underwriting commission is payable by the Company in respect of the 5,000,000
Issue Shares to be offered to the Public at the rate of 2% of the Issue Price of RM0.35
per INSB Share. The same commission is payable by the Company in respect of any
INSB Shares not subscribed for in Section 3.4(ii) and (1i1) which will be offered to the
public.

3.6.3  Placement Fee

A management fee is payable by the Company in respect of the 51,680,000 Issue
Shares to be offered to identified public investors and the 15,000,000 Issue Shares to
be offered to the public investors, in the event of an under-subscription by eligible
directors and employees, and persons who have contributed to the success of the
INSB group at the rate of 0.5% of the [ssue Price of RMO0.35 per INSB Share. An
additional placement fee is payable by the Company in respect of the total value of
shares successfully placed out to investors identified by OSK at the rate of 1.5% of
the Issue Price of RM0.35 per INSB Share.

Salient Terms of the Underwriting Agreement

Pursuant to the underwriting agreement dated 28 April 2005 between INSB and OSK as varied
in a letter date 9 June 2005 (“Underwriting Agreement”), OSK agreed to underwrite in full the
5,000,000 Issue Shares to be made available for application by the Malaysian Public and the
Pink Form Shares made available for application by eligible Directors and employees, and
persons who have contributed to the success of the INSB Group which are not taken up and
are subsequently made available for application by the public {collectively “the Underwritten
Shares™).

Any Pink Form Shares that are not subscribed for will be firstly made available for application
by way of private placement, failing which, such remaining shares shall be made available for
application by the public and will be underwritten. In the event of an overall under-
subscription of the 5,000,000 Issue Shares and the unsubscribed portion of the Pink Form
Shares made available for the application by the public, all Shares not applied for will be made
available for subscription by the Underwriter based on the terms and conditions of the
Underwriting Agreement.

The following salient terms are reproduced from the Underwriting Agreement.

3.7.1  The obligation of the Underwriter to underwrite the Underwriiten Shares under this
Underwriting Agreement is conditional on the performance by the Company of their
obligations under the Underwriting Agreement and on:

{a) The Underwriter being provided with the reports or confirmation and the
Underwriter being satisfied ar the last date for acceptance, application for
and payment of the subscription moneys under this Prospectus ("Closing
Date”) that:

) there has been no material change or any development likely to
result in a material adverse change in the financial position,
business operations or conditions (financial or otherwise} of the
Group taken as a whole from that provided in this Prospectus, or

(it} there has not occurred any event or the discovery of any facts or
circumstances which would render any representation, warranty or
undertaking in Clause 1/ (Representutions, Warranties and
Undertakings) of the Underwriting Agreement materially untrue or
inaccurate or result in a material breach of the Underwriting
Agreement by the Company;
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(b)

{c)

(d)

{e)

o

(®)

(h)

()
()

The Underwriter receiving a certificate in the form av substantially in the
Jorm contained in Schedule 1 (Certificate) of the Underwriting Agreement
dated the date of this Prospectus (“Issue Date”) signed by all the Directors
of the Company stating that, fo the best of their knowledge and belief,
having made all reasonable enguiries, there has been no such change,
development or ocenrrence as referved to in Clause 11 (Representations,
Warranties and Undertakings) of the Underwriting Agreement;

The 1ssue of this Prospectus not later than 80 days from the date of the
Underwriting Agreement or such later date as the Underwriter and the
Compary may from fime o time agree otherwise the Underwriting
Agreement shall expire and be null and void;

The registration of the Prospectus and such other documents as may be
required In accordance with the Securities Commission Act, 1993 of
Malaysia ("SCA"} in relation to the Public fssue with the SC and its
lodgement with the ROC by the Issue Date,

The approval of SC referred to in Clause 2.2 (dpproval) of the
Underwriting Agreement to the admission of the Company to the Official
List and the listing of and quotation for its entire issued and paid up share
capital being obtained on terms acceptable to the Underwriter remaining in
Jull force and effect and that all conditions precedent to the approvals
{except for any which can only be complied with afier the Public Issue has
been completed) have been complied with,

The Underwriter being satisfied that the Company will, following
completion of the Public Issue be admitied to the official list of the
MESDAQ Market and its share capital listed and quoted on the MESDAQ
Marker without undue delay;

The Underwriter being satisfied with the arrangements of the Company to
pay the expenses referred to in Clause 10 (Fees and Commission) of the
Underwriting Agreement,

The Underwriter receiving a copy certified by a director or secretary of the
Company to be a true and accurate copy and in full force and effect of a
resolution of the Directors in form and substance occeptable to the
Underwriter:

(1) approving this Prospectus and the share application form, the
Underwriting Agreement and the transactions contemplated by it

(1i} authorising a person to sign and deliver the Underwriting
Agreement on behalf of the Company;

{iit) authorising the issuance of this Prospectus and the share
application form,

The Underwriting Agreement being signed by all parties and stamped,

The Public Issue not being prohibited or impeded by anv statute, order,
rule, directive or regulation promulgated by any legisiative, executive or
regulatory body or quthority of Malaysia or any condition imposed by the
regulators in approving the Public Issue and all consents, approvals,
authorisations ov other orders required by the Company under such laws
Jor or in connection with the Public Issue and/or listing of and quotation for
the entire issued and paid-up share capital of the Companv on the
MESDAQ Market have been obtained and are in force on the Closing Date
or the Underwriter being reasonably satisfied that the same will be in force
on the Closing Date;
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3.7.2

(&}

{)

The Underwriter being satisfied that the Company has complied with and
that the Public Issue is in compliance with the policies, guidelines and
requirements of the SC and all revisions, amendments and/or supplements
theveto; and

The Public Issue being approved by the shareholders of the Company in an
Extraordinary General Meeting

Nomwithstanding anything contatned in the Underwriting Agreement, the Underwriter
may by notice in writing to the Company given at any time before 5.00 p.m. on the
Closing Date, terminate, cancel and withdraw their commitment 1o underwrite the
Underwritten Shares wunder the provisions of the Underwriting Agreement
(“Underwriting Commitment ") if.

(e

(b)

(c)

(d)

fe)

there is any breach by the Company of any of the representations,
warranties or undertakings contained tm Clause [1 (Representations,
Warranties and Undertakings) of the Underwriting Agreement, which is not
capable of remedy or, if capable of remedy, is not remedied within such
number of days as stipulated in the notice of such breach given to the
Company, or

there is fuilure on the part of the Company to perform any of its obligations
contained in the Underwriting Agreement; or

there is withholding of information of a material nature from the
Underwriter which is required to be disclosed pursuant to the Underwriting
Agreement which, in the opinion of the Underwriter, would have or can
reasonably be expected to have, a material adverse effect on the business or
operations of the Group, the success of the Public Issue, or the distribution
or sale of the Shares issued under the Public Issue, or

there shall have occurred, or happened any material and adverse change in
the business or financial condition of the Company or the Group, or

the closing date of the application of the Issue Shares does not occur within
ninety (90} days from the date of the Underwriting Agreement.

there shall have occurred, or happened any of the following circumstances.

(%) any material change, or any development involving a prospective
change, in national or international monetary, financial, economic
or political conditions (including but not limited to conditions on
the stock market, in Malaysia or overseas, foreign exchange
market or money market or with regard to inier-bank offer or
interest rates both in Malaysia und overseas} or Joreign exchange
controls or the occurrence of any combination of any of the
Joregoing, or

(it} any change in law, regulation, directive, policy or ruling in any
Jurisdiction, or

(iii) any event or series of events beyond the reasonable control of the
Underwriter including (without limitation) acts of government, aclts
of God (including, without limitation, the occurrence of a tsunami
andfor earthquakes), acts of terrorism, strikes, lock-outs, fire,
explosion, flooding, civil commotion, sabotage, acts of war or
accidents which has or is likely to have the effect of making any
material part of the Underwriting Agreement incapable of
performance with its terms or which prevents the processing of
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applicarions and/or payments pursuwant to the Public Issue or
pursuant to the underwriting of the Underwritten Shares,

which, in the reasonable opinion of the Underwriter, would have or can reasonably
be expected to have, a material adverse effect on, and/or materially prejudice the
business or the operations of the Company or the Group as a whole, the success of
the Public Issue, or the listing of the Company on the MESDAQ Market or market
conditions generally or which has or is likely 1o have the effect of making anv
material part of the Underwriting Agreement incapable of performance in
accordance with its terms.

3.7.3  Upon any such notice(s) being given pursuant to Clause 14.1 (Termination) of the
Underwriting Agreement, the Underwriter shall be released and discharged of its
obligations without prejudice to iis rights under the Underwriting Agreement, and
where the Underwriter has terminated or withdrawn its Underwriting Commitment
pursuant to Clause [4.1 (Termination) of the Underwriting Agreement, the
Underwriting Agreement shall be of no further force ov effect and no party shall be
under any liability to any other parties in respect of the Underwriting Agreement,
save and except that the Company shall remain liable in respect of its obligations
and labilities under Clause 11 (Representations, Warranties and Undertakings) of
the Underwriting Agreement and under Clause 12 (Costs and Expenses) of the
Underwriting Agreement for the payment of costs and expenses already incurved up
to the date of or in conmnection with such termination and under Clause 8.3.2
(Prospectus and Listing) of the Underwriting Agreement for the pavment of any
taxes, duties or levies, and for any antecedent breach.

3.8 Listing Expenses

Listing expenses in relation to the Public Issue are estimated at approximately RM2.0 million,
with the following estimated breakdown:-

RM000
Estimated professional fees 820
Fees of the authorities 120
Brokerage, placement fee, and underwriting commission 500
Issuing house fees and disbursements 200
Printing and advertising fees 250
Miscellangous expenses 110
Total 2,000

The Company shall bear all expenses refating to the listing of and quotation for its entire issned
and paid-up share capital on the MESDAQ Market.

39 Utilisation of Proceeds Raised from the Public Issue
The Company expects the gross proceeds of the Public Issue to amount to RM25,088,000. The
proceeds shall accrue to the Company and the Company shall bear all expenses relating to the

listing of and quotation for its entire issued and paid-up share capital on the MESDAQ Market,

The proceeds from the Public Issue are expected to be utilised in the following manner:-

Purpose Note RM’000
R&D centre and manufacturing plant {1} 18,000
R&D expenditure (1) 4,000
Warking capital {1i1) 1,088
Estimated listing expenses (iv) 2,000
Total 25,088
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Nofes:-

{i)

{ir)

{iii}

(iv)

The INSB Group has proposed to set up an R&D centre and a manufacturing plant in
BioValley Malaysia on land that will be provided by the Government. Based on an
estimated costing provided by the project consultants, the development cost of INSB's R&D
centre and manufacturing plant would be approximately RMI12.5 million with an additional
RM5.5 million for the purchase of machinery and equipment for the new manufacturing
plant. The breakdown of the development cost is as follows. -

RM GO0
Building works 8200
Infrastructure works 2,600
Consultancy, professional fees and other expenses 1,700
Machinery and equipment for new mannfacturing plant 3,500
Total 18,600

The new R&D cemtre will be equipped with analytical equipments, such as
chromatographers, chemical analysers, electronic counters, inverted microscope and
specirometers. The R&D cenire will also be equipped with facilities to develop culture and
cultivation techniques and profolype products.

The comstruction of the R&D cemtre and manufacturing plant and is expected to be
completed within eighteen (18) months.

In the event that BioValley project does not materialize, the initial planned R&D centre and
manufacturing plant would be developed at other comparable strategic locations lo be
identified later.

The R&D expenditure will involve, inter-alia, research in emerging technologies and
products, and enhancement of INSB's existing range of products. The allocation will cover
manpower cost, software, training and other related overhead expenses.

The INSB Group plans to set aside RMT 088 million of the proceeds for day-ro-day working
capital requirements. The Group will be expanding its business via widening of customer
base, network marketing and distribution base.

Details of the estimated listing expenses of RM2.0 million are set out in Section 3.8 of this
Prospectus.

Any variation in the actual listing expenses from the estimated amount will be adjusted to the
working capital.

It is intended that the above-mentioned proceeds of RM25.088 million will be utilised within
thirty (30) months from the date of Listing,

THE REST OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK
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RISK FACTORS

In addition to the other information in this Prospectus, the following factors relating to the Group
(which may not be exhaustive} should be considered carefully in evaluating an investment in the
Shares offered by this Prospectus. The discussion in this Prospectus contains certain forward-
looking statements that invelve risks and uncertainties. Prospective investors are cautioned that
actual results or events may differ materially from those disclosed in this Prospectus.

If you are unsure about any of the information contained in this section on "Risk Factors", you
should consult your stockbroker, bank manager, solicitor, acconntant or other professional adviser.

4.1 No Prior Market for INSB Shares and Possible Volatility of Share Price
4.1.1  No prior market for INSB Shares

There has been no prior public market for the Company’s Shares. The Issue Price was
determined by the Company and its Underwriter based upon several factors and may
not be an indication of the market price of the Shares after the Public Issue. There can
be no assurance that an active public matket in the Shares will be developed or be
sustained after this Public Issue or that the market price of the Shares wiil not decline
below the Issue Price.

4.1.2  The price of INSB Shares may fluctuate following the Public Issue.

The Group believes that a variety of factors could cause the price of the Shares to
fluctuate, including sales of substantial amounts of Shares in the public market in the
immediate future; announcements of developments relating 1o the Group's business;
fluctuations in the Group's operating results and sales levels; general industry
conditions or the world-wide economy; anmouncements of new products or product
enhancements by the Group or its competitors; and developments in patent, copytight
or other intellectual property rights. In addition, in recent years both the foreign and
local stock markets in general, and the market for the shares of many high technology
companies in particular, has experienced extreme price fluctuations which have often
been unrelated to the operating performance of such companies. Such fluctuations
may adversely affect the market price of the Company’s Shares.

4,1.3  Future sale of INSB Shares

Any future sale or availability of INSB Shares can have a downward pressure on the
Company's share price. The sale of a significant amount of Shares in the public
market after the Public Issue, or the perception that such sale may occur, could
materially affect the market price of INSB Shares. These factors also affect the
Company's ability to sell additional equity securities. Except as otherwise described
in this Prospectus, there will be no restriction on the ability of the Group's substantial
shareholders or Promoter to sell their shares on Bursa Securities.

INSB Group believes that its competitive and corporate strategies place its business
in a strategic position in its industry. Hence, the management is of the view that the
Company will continue to generate interest from potential investors.

4.2 Control by Major Shareholders
Foliowing the successful listing of INSB, the major shareholders narnely INSH and OSKTY,
collectively will hold approximately 65.16% of the total enlarged share capital. If these
shareholders act together, they may be able to influence the outcome and decisions of events

unless they are required to abstain frem voting by law and/ or by relevant authorities.

Nonetheless, the Group has appointed three (3) independent non-executive directors to
represent the interests of the minority shareholders.
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4.3

4.4

4.5

4.6

Risk in Biotechnology

Inherent risks in the biotechnelogy industry is that it often takes years or decades to develop
biotechnology-based products and for these products to reach its commercial status. The low
rate of success coupled with the lengthy time period required in obtaining regulatory approvals
for commercial biotechnology may affect the ability of INSB Group to iniroduce new
products.

In order to mitigate such risk, the INSB Group has entered into various joint ventures and
collaborations with a number of local and foreign universities and instimtions to jointly
develop its biotechnology R&D activities. Nevertheless, there is no assurance that the INSB
Group will be successful in developing new products for commercialisation. The Group also
hopes to facilitate the transfer of biotechnology know-how to its employees. Nevertheless,
there is no assurance that the INSB Group will be successful in its bid to expand its
biotechnology know-how.

Business Risks

The INSB Group is subject to certain risks inherent in cultivation, manufacturing and
marketing of health food supplements, household consumer goods and personal care products.
These include supply and increase in cost of raw matertals, availability of labour and increases
in the cost of labour, changes in the economy, business and credit conditions, fluctuation in
foreign exchange rates, entry of new players, changes in consumers’ tastes and threat of
substitute products. Although the Company seeks to limit these risks through expansion of its
markets and development of new products, no assurance can be given that any changes to these
factors will not have a material adverse effect on the Company’s business.

Political and Economic Considerations

Given the nature of the industry in which the INSB Group operates in, its operations are
closely linked to the economic fundamentals and political stability of the countries the Group
does business. These locations include Malaysia, Thailand, Singapore, Indonesia, Hong Kong,
Australia, USA, China, Philippines and South Africa. Any adverse developments or
uncertainties in the poelitical and economic environment in these countries may matenally and
adversely affect the financial performance of the INSB Group. These include inter-alia risk of
war, global economic downturn and unfavourable changes in the respective counmtry’s
government policies such as inter-alia changes in interest rates, methods of taxation, exchange
controls, or the introduction of new regulations. There can be no assurance that any changes to
these factors will not have a material adverse effect on the business of the INSB Group.

Foreign Market and Currency Risks

INSB Group has formal distributorships in Thailand, Singapore, Hong Kong and Indonesia
and informal arrangements for the distribution of the products in Australia, China and
Philippines. In addition, INSB Group supplies products to USA and South Africa. As such,
INSB Group’s level of profitability and future growth are expected to be linked to the political
and economic developments in these countries, where some of INSB Group’s customers and
suppliers, direct or indirect, are located. The economic conditions in these countries may be
affected by inter-alia changes in inflation rates, interest rates, taxation and other political,
economic or social developments.

INSB Group is also exposed to foreign exchange fluctuation risks as it trades primarily in USD
and RMB. The imposition of currency controls via the pegging of the RM to USD at the fixed
exchange rate of USD1.00 to RM3.80 by Bank Negara Malaysia since September 1998 has
stabilised the risks arising from foreign exchange fluctuation. There can be no assurance that
the currency controls will remain and that future foreign exchange fluctuations arising from the
lifting of the currency controls or the adjustment of the RM to USD peg will not adversely
affect the financial results of the INSB Group.
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In 1997, China liberalised its foreign exchange rules by imposing a currency peg to stabilise
the risk arising from foreign exchange exposure to RMB. However, there can be no assurance
that the currency controls will remain and that future foreign exchange fluctuations arising
from the lifting of the currency controls or the adjustment of the RMB peg will not adversely
affect the financial results of the INSB Group.

Competition

INSB Group faces competition both in the product marketing and the recruitment of
independent sales personnel. Competing products are also available from hypermarkets,
pharmacies, and specialty stores that together offer a wider vartety of brands than the INSB
Group. INSB Group intends to increase its marketing channels, and product lines and
emphasize on product differentiation and quality of products to differentiate itself from its
competitors.

INSB Group also competes with other MLM and other marketing organisations to recruit
independent sales persons. Other direct selling organisations may or may not have product
lines that compete with the products that INSB distributes. INSB believes that its competitive
edge in recriiting independent sales persons is reputation, perceived opportunity for financial
success and quality and range of products for sale.

Although the Company seeks to differentiate itself from its competitors through the above
aspects, there can be no assurance that the competitive strategy adopted by its competitors will
not have a material adverse effect on the business of the Group.

Dependence on Key Personnel

INSB believes that its continued success will depend, to a significant extent, upon the abilities
and continued efforts of its existing Directors and senior management. The loss of any of
INSB’s Directors or key members of the sentor management could have a significant effect on
INSB Group’s performance. The Directors tecognise the importance of the Company’s ability
to attract and retain skilled personnel and have in place a human resource strategy, which
includes inter-alia a suitable compensation package and a structured succession plan. Efforts
are also made to groom the existing staff members to further support the senior management to
shoulder further responsibilities in preparation for future business expansion and/or
succession. However, there can be no assurance that the above measures will always be
successful in retaining key personnel or ensuring a smooth {ransition should changes occur.

Dependence on Certain Suppliers

INSB Group sources its main raw materials such as wheatgrass (grinded leaves and root)
through its appointed suppliers, while other core ingredients such as oil palm fibre, bean
extracts, honey, vegetable extracts, enzyme and packaging materials are sourced from a group
of long term suppliers and manufacturers. Approximately 10% of total Group’s purchases for
FYE 2004 are obtained from its overseas suppliers (mainly located in China).

To prevent over-reliance on certain suppliers which may lead to the interruption of supply of
raw materials, the management of INSB Group has identified a second layer of suppliers for its
raw materizls. The Group also maintains inventories buffer of two (2) to three (3) months to
mitigate the risk. There can be no assurance that such initiatives will be successful and that any
disruption in supply will not have a material adverse effect on the operations of the Company.

Cultivation of Wheatgrass
Wheatgrass is cultivated through an indoor aeroponic cultivation method wluch is totally
controlled within the environment and is soiless, chemical and disease free. Wheatgrass grows

and yields better under a hygienic condition with low temperature and pollutant free
cultivation.
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TOF requires its supphers of wheatgrass powder to inter-alia take appropriate measures to
ensure optimal growth of wheatgrass by inducing cultivation under controlled environmental
conditions, namely through (amongst others) the control on weather and sunlight. While these
measures are in place, there can be ne assurance that optimum cultivation can always be
achieved, due to inter-alia, natural disasters and contanunation, or that the wheatgrass will
achieve the required optimal growth,

Risk of access to TOF’s intellectual property

The outsourcing of the wheatgrass cultivation to China’s independent growers (“Suppliers™}
for cost efficiency involves the disclosure of and access to part of TOF’s know-how to the
wheatgrass cultivation, manufacturing and processing process {“Know-how"} to the Suppliers.

The Suppliers are only partially involved in the processing of wheatgrass and not provided
with the full Know-how. The Suppliers are not aware of the crucial processes in producing the
final products which are performed in TOF's manufacturing facility thus limiting their ability
to replicate the full Know-how,

To further mitigate the above risk, TOF had entered into formal agreements with the Suppliers
which provide among others, a confidentiality clause which prohibits the Suppliers from
divulging or allowing to be divulged to any person the inteliectual preperty rtights of
wheatgrass production or any other confidential information imparted to the Suppliers by TOF,
prohibits any persen to act or assist in the cultivation, manufacturing and/or processing of the
wheatgrass until such person has signed a secrecy undertaking in the form approved by TOF,
and all aspects of the process and technical knowledge shall be treated as confidential
information by the Suppliers which shall only be disclosed to employees of the Suppliers
whose duties cannot be fulfilled without such disclosure but to an extent necessary to enable
them to perform such duties.

Furthermore, TOF rtestricts access to the R&D facility in Malaysia to minimise the disclosure
of TOF’s process and technical knowledge to visitors to the R&D facility in Malaysia.
Employees of TOF who are directly involved in the manufacturing and growing process are
only afforded access to the Know-how on a limited scope to an extent necessary to enable
them to perform their duties. These employees have each signed a confidentiality undertaking
with TOF not to disclose the confidential information obtained through the course of their
employment with TOF.

TOF have also filed a patent application on the manufacturing method for wheatgrass with the
Patents Registration Office (“PRO"), Malaysia on 15 August 2002.

The directors of INSB believe that TOF’s intellectual property rights in regards to the
cultivation and manufacturing of wheatgrass are reasonably protected.

Government Regulations
4.12.1 Product regulation and registration

In Malaysia, traditional medicine, medicine and health foods are subject to the control
of Food Act, 1983, which require these products to be registered with the National
Pharmaceutical Control Bureau, MOH.

The health food products distributed by the INSB Group in foreign jurisdictions may
also be subject to various requirements on product registration and regulations. In the
event the registration where required is not cbtained by the country distributors,
imperters or other responsible parties in accordance to specific local jurisdiction, the
product may be banned or refused entry into that country for sale. This may have a
material adverse financial effect to the Group. Nevertheless, this risk is partially
mitigated through the construction of certain provisions in the distribution agreements
entered into between the Company and the country distributors, whereby the
respective distributor/importer is required to ensure that it complies with all legal
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requirements from time to time in force relating to the storage and sale of the Group’s
products.

There can be no assurance that all relevant approvals, consents or permits have been
obtained by the importers/country distributors for the storage and sale of the Group's
products in the relevant jurisdictions. As such, the INSB Group’s ability to continue
to sell to those countries may be adversely affected if such products are not registered
when required or is subsequently banned or refused entry into that country for sale.

As at 31 May 2005, being the last practicable date prior to the issuance of this
Prospectus, none of INSB Group’s product has been denied for registration or being
recalled after registration by the relevant authorities (both dorestic and foreign).

4.12.2 Direct Sales Regulation

The DSA was introduced in June 1993 by the Government to prevent fraudulent or
deceptive schemes often referred to as “pyramid” schemes which promise quick
rewards for little or no effort, require hagh entry costs, use high pressure recruiting
methods andfor do not involve legitimate products. Under the DSA, any company
seeking to operate a direct sales business in Malaysia must obtain a renewable
license. INSE was granted a five (5) year trading license pursuant to the DSA which
is due for renewal by vear 2008,

In addition, INSE’s marketing plan and method of distribution are in compliance with
the laws and regulations set out under the DSA. Distributors are required to observe
the DSA and to comply with the rules of conduct and code of ethics of INSE and they
are not permitted to make any unwarranted product claims.

INSE is also a member of the Direct Selling Association of Malaysia which is a trade
association set up to liaise with governmental bodies relating to any regulations
enforced by the authorities, to promote members' self-regulation of its business
activities and to foster favourable public relations with a view of providing better
services to customers.

The Malaysian Government has, from time to time, adopted policies and implemented
regulations that have generally affected businesses in Malaysia. Presently, such
policies and regulations have a common theme of consumer protection. Hence, there
can be no assurance that the license granted will not be revoked or suspended due to
the changes in government regulations.

Dependence on Brand Loyalty

The existence of brand loyalty is dependent on the goodwill associated with the INS brand,
among others, its product quality.

No assurance can be given that goodwill in relation to brand loyalty on the brands owned by
the INSB Group will persist and that the INSB Group can continue to expand its existing
market share within or outside Malaysia. Nevertheless, the INSB Group strives to maintain and
strengthen its brand loyalty through extensive promotion and advertisement activities.

Dependence on Particular Products and Markets

INSB Group is principally involved in the network marketing of health food supplements and
its related products via the principle of nutritional immunology inciuding the cultivation,
manufacturing and processing of wheatgrass based health care products, meal replacement
drink for slimming products and skin care products, which contributed approximateiy 79.7%
of the Group's sales revenue for the FYE 31 December 2004,

In mitigating the Group’s dependence on particular products, the Group has actively pursued

its plans to diversify its product range to bioscience products, such as, high calcium and high
fibre health care products, traditional medicine and pharmaceutical products, functional food
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products, nutritional products, health food supplements and skin care products. While the
Group seeks to develop new products through its R&D activities there can be no assurance that
such R&D activities will be successful or that such new products can be marketed successfully.
Generally, over the years the Group has attained positive results from its R&D activities and
has received good demand 1n its new product launching.

Further in mitigating the Group's dependence on particular markets, the Group has expanded
into Thailand, Singapore, Hong Kong, Indonesia, Philippines, Australia, South Africa and
USA which contributed 35% of the Group’s total sales for the FYE 31 December 2004. While
the Group continues to promote or make sales in foreign territories, there can be no assvrance
that the Group can continue to be successful in marketing to more countries nor can there be
any assurances that the Group would be able to sustain and continue to market and make sales
to its existing markets.

Dependence on Foreign and Third Party Distributors

INSB Group relies to a certain extent upon foreign third party distributors, which are the
appointed distributors in countries and regions to organize the network marketing and
distribution channel in order to achieve its assigned sales targets. Currently, INSB Group has
four (4) appointed country distributors. The Group maintains a good working relationship with
the said distributors and provide attractive incentives and discounts to the distributors.
Furthermore, INSB Group is constantly looking for potential distributors as part of the strategy
for expansion of their overseas markets. However, there can be no assurance that these
distributors will continue its relationship with or support the INSB Group. If the distributor is
found in breach of their distribution agreement, their distribution services would be terminated
in accordance with the terms and conditions under the distribution agreement. The failure of
the Group to maintain its existing relationship with its existing foreign distributors or expand
the number of foreign distributors may have an adverse effect on the Company’s business,
operating results and financial condition.

Dependence on foreign and third party institutions and their R&D capabilities

INSB Group has on-going R&D collaborations with some foreign institutions from China and
Malaysia. The Group’s dependence on third party R&D findings and research capabilities may
affect the financial results of the Group due to R&D expenditure invested into the R&D
activities should the R&D collaborations fail or the third party institutions ceases its R&D
collaboration with the Group.

To mitigate this risk, INSB Group has formal agreements with these institutions where they are
required to among others, not permit or cause anything which may damage or endanger the
joint R&D being developed keep highly confidential all information regarding the research
programme and output, restricting such information from being disclosed to any third party
except with the written consent of the Group, Pursuant to the agreements entered into between
TOF and foreign institutions, prior written consent must first be obtained from the other party,
in the event that any party decides to assign or license or sell its respective portion of
intellectual property rights or any research materials. Furthermore, in the case of an
assignment, the other party shall have the first right of refusal to such assignment or sale of the
intellectual property tights or the research materials. Hence, any withholding of certain
discoveries and subsequently selling to other commercial entities will be considered as a
breach of contract.

The Group expects that the R&D activities wonld be progressively transferred back to
Malaysia, whereby the degree of reliance on foreign institutions would be lowered once the
Group’s R&D centre is established.

Adequacy of Insurance Coverage on the Group's Assets

The INSB Group 1s aware of the adverse consequences arising from inadequate insurance
coverage. Although the Group will continue to review the coverage for their assets on a
continuing basis, there can be no assurance that the insurance coverage would be adequate for
the replacement costs of the assets or any consequential loss arising therefrom.
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Uncertainty of the Proposed Five (5) Year Business Development Plan

The success of the Group’s business development plan will be largely dependent upon market
acceptance and successful penetration into targeted markets and further development and
commercialisation of new services offered. In addition, the Group’s proposed future plans and
prospects will be dependent upon, among other things, the Group’s ability to:-

(a) exploit the future growth prospects of the health food supplements market and
execute the strategic move to penetrate the potential target market;

(b) hire and retain skilled management as well as financial, technical, marketing and
other personnel;

(c) successfully manage growth (inchiding moniforing operations, controlling costs and
maintaining effective quality, and service controls); and

(d) obtain adequate financing as and when required.

Despite the management team'’s experience and expertise in the business of INSB Group, there
is no assurance that the implementation of future plans of the Group will not be affected by
external factors which are beyond the control of the Group.

Underwriting

The 5,000,000 Issue Shares made available for application by the public and the Pink Form
Shares made available for application by eligible Directors and employees, and persons who
have contributed to the success of the INSB Group which are not taken up and are
subsequently made avatlable for application by the Malaysian public, have been fully
underwritten by the Underwriter listed in Section 1. In the event of an overall under-
subscription of the 5,000,000 Issue Shares and the unsubscribed portion of Pink Form Shares,
all Shares not applied for will be made available for subscription by the Underwriter based on
the tetms and conditions of the Underwriting Agreement. Should the amount subscribed for be
a significant number of shares, the Underwriter may end up as substantial shareholders (i.e.
holding 5% or more of the aggregate of the nominal amount of all the voting shares in the
Company). This may result in non-compliance of the public shareholding spread requirements
of Bursa Securities and could adversely affect the success of the Listing.

The underwriting agreement also provides for circumstances, as highlighted in Section 3.7,
under which the Underwriter may be entitled, on or prior to the closing date of the Public
Issue, to release or discharge their obligations under the underwriting agreement. This
conditional obligation of the Underwriter may result in the Public Issue Shares not being
underwritten and this could adversely affect the success of the Listing.

Forward Looking Statements

Certain statements in this Prospectus are based on historical data which may not be reflective
of the future results, and others are forward-looking in mature, which are subject to
uncertainties and contingencies.

All forward-looking statements are based on estimates and assumptions made by the Board of
Directors of the Company, and although believed to be reasonable, are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results, performance
or achievements to differ materially from the future results, performance or achievements
expressed or implied in such forward-looking statements.

Such factors include, inter-alia, general economic and business conditions, competition, the
impact of new laws and regulations affecting INSBE Group and the industry, changes in interest
rates and changes in foreign exchange rates. In light of these uncertainties, the inclusion of
forward-looking statements in this Prospectus should not be regarded that the plans and
objectives of INSB Group will be achieved.
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New Geographical Markets

If the [INSB Group is not successful in penetrating new geographical markets, it may sufter an
increase in operating costs. Substantial management resources will be devoted to launch its
products and expand its operations in these new markets. It cannot be guaranteed that these
new sales and marketing efforts will be successful or generate significant revenue. Any such
failure could have an adverse impact on its business, financtal condition and operating results.
The Group will be subject to additional risks when it operates in foreign countries that could
harm its financial condition and operating results.

These risks include amongst others, the following:-

{1} local regulatory requirements;

(1) fluctuations m currency exchange rate;

(iii) any imposition of currency exchange controls;

(iv) unexpected changes in regulatory requirements;

(v} difficulties and costs of staffing and managing overseas operations; and

{vi) poor market acceptance.

Detailed analysis of potential new markets will be conducted by the Group or through the
engagement of professionals prior to making relevant critical decisions. Various possible
aspects of the penetration strategy will be reviewed and modified in accordance with the
spectfic requirements of the respective target markets. In the event that the Group is unable to
penetrate on its own, the Group will appoint distributors there so that its products are able to
penetrate the new market. However, there is no assurance that INSB Group will be able to
successfully penetrate new markets and that the Company can expand its existing market share
within or outside Malaysia.

Emergency Risks

The Group's daily operations mav be affected by events of emergency such as fires, floods,
energy crises, health crises, sabotage, civil commotion, war, outbreak of diseases and/or acts of
God. The oceurrence of such events may jeopardise the Group's production processes as well
as damage raw material and/or finished goods.

Although the Group takes necessary precautions to prevent the occurrence of accidents, there
is no absolute certainty that such untoward incidents will not occur.

Risk of Rapid or Over-expansion of the Group's Businesses

The Group has planned a series of well-structured expansion plans, which are detatled in
Section 8.13 of this Prospectus. The success that the Group has achieved to date is the result of
careful implementation of these plans. Since the inception of INSE, the Group's management
has focused primarily on the development and commercialisation of bioscience related
products comprising health food supplements products, meal replacement drinks for slimming
products. The future plans that have been laid ont are designed to further expand its core
businesses. Nevertheless, there is no assurance that the Group will not face the risk of rapid or
gver-expansion.

Impact of the ASEAN Free Trade Area

The implementation of AFTA would result in import duties of 0% to 5% i ASEAN countries
for goods with at least 40% ASEAN content. This may make imports into Malaysia
competitive with locally manufactured goods.

As a mtigating factor, the INSB Group believes that its competitive strategies mentioned in
Section 8.5 of this Prospectus will provide the thrust that will ensure the competitiveness of the
Group's product offerings into the future.
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Protection of Trademarks and Patents

The success of the INSB Group’s business may be largely influenced by the popularity of its
trademarks and as such its ability to protect the trademark in the countries in which the
business is operated is important to the INSB Group. At present, trademark laws in Malaysia
provide only limited protection and generally (with some exceptions} have no extraterritorial
coverage. As a result, there can be no assurance that the INSB Group will be able to protfect its
trademarks against unauthorised third party use or exploitation which counld have a material
adverse effect on the INSB Group’s reputation, business and performance. INSE has made
various applications with the Regtstrar of Trademarks, Malaysia for the registration of various
trademarks. INSE has been successful in obtaming the registration of two (2) trademarks in
class 30, namely “INS Wheatgrass Tea” and a picture mark on 15 September 2003 and 12
June 2003 respectively.

The success of the INSB Group’s business may also be dependant on its ability to protect its
patent. Applications for patenting the method of manufacturing wheatgrass tea and processing
o0il palm dietary fibre have been filed with the PRO, Malaysia on 13 August 2002 and 15
October 2003 respectively. There can however be no assurance that a successful registration of
the patents would prevent unauthorised third party use or exploitation of its patented processes
which could have a material adverse effect on the INSB Group's business and performance.

Please refer to Section 8.4 of this Prospectus for further information on INSB Group's
trademarks and patents.

Failure or Delay in the Listing

The success of the listing of INSB on the MESDAQ Market is also exposed to the risk that it
may fail or be delayed due to any of the following reasons, amongst others:-

(a) the placees under the private placement tranche of the Public Issue fail to acquire the
Issue Shares allocated to them;

{b) the Underwriting Agreement is terminated; and

(c) INSB is unable to meet the public shareholding spread requirements i.e. at least 25%
but not more than 49% of the total number of shares of the Company for which
Listing is sought must be held by a minimum number of 200 public sharcholders
holding not less than 100 shares each, at the time of Listing.

In the event of the failure of the Listing of INSB on the MESDAQ Market, investors shall be
reimbursed their application money without interest.

Failure or delay in completing the BioValley project

INSB Group intends to locate their R&D centre and manufacturing plant to BioValley.
However the entire BioValley has not yet been gazetted by parliament. As at 31 May 2005, the
exact location of the land where INSB Group’s R&D centre and manufacturing plant will be
located has not been identified. Any failure or delay in completing the BioValley project
would affect the future financial result of the INSB Group. In the event that the BioValley
project is delayed, postponed or aborted, the initial plammed R&D centre and manufacturing
plant would be developed at other comparable strategic Iocations to be identified.

Products Liability Risks

Any material defects in the products developed, manufactured and marketed by the INSB
Group or failure to meet clients’ expectation could adversely affect the financial result of the
INSB Group.

The sale of the Group’s product may involve the risk of liability claims. A product liability suit
or action, whether or not meritorious, could result in costs and diversion of management’s

attention and the Group’s resources, which could have an adverse impact on the Group’s
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business, operating results and financial conditions. Additionally, a suit alleging a defect or a
breach of an express or implied warranty, if successful, may also have adverse precedent effect
on other or future actions.

The Group seeks to mitigate its liability by constantly adhering to the Group’s stringent quality
control standards.

As at 31 May 2005, being the last practicable date prior to the issuance of this Prospectus, no
legal action has been taken against the INSB Group for adverse effects on the use of its
products.

Financial Risks

As at 31 December 2004, being the date up to which the audited financial statements were
made, the Group's audited total bank borrowings amounted to RM1.28 million of which
RM0.71 million is short-term and interest-bearing, and RM0.57 million is long-term and
interest-bearing. Considering that the interest charged on bank borrowings is dependent on
prevailing interest rates and total outstanding loans, future fluctuations of the interest rates
could have material effects on the Group’s profitability.

There can be no assurance that the performance of the INSB Group would remain favourable
in the event of adverse changes in interest rates or loaned amounts. Nevertheless, the Group
believes that its prudent cash flow management will be able to generate sufficient funds for the
repayment of the bank borrowings.

Credit Risks

The INSB Group is exposed to credit risk via tts long credit term granted to some of its
customers, There is no assurance that these customers will pay within the credit period granted
and that the debts are recoverable. However, the INSB Group practices stringent credit
assessment in reviewing the credit worthiness of each customer and applies monitoring
procedures on an ongoing basis.
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